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ORDER
APPROVING
RATES AND

CHARGES

1NTRODU( I'ION

This matter cnmes be f n!e the PUt) L i c Ser vice Commission ()f

South Caro.l ina ( t:.he Commission) by way of an Appli. ca. t. .i.. on f i. led by

Ki. awah I s1.and Ut i 1 i ty Company, Irrc. ( the Company nr. Kiawah ) whe r eby

the CO111pany seeks BpprnvB1 0 f B nPW s()hedu1 e o f:. r at;e s and char ge s

foI. wBt:.e1 Bnd sewe1. se1.vi('. (". p!.'Ovicled 'l:. 0 I t:.s cUst()mel. s in. .l. ts
service a) ea iI'1 Sorlth CB I"ol).nB. The A.ppl teat'iorr was f 3, lP. d pur SUBIlt

to S.C. Code Ann. (1!)8--5--240 ( 1976 ) as amended, a!1d R. 103-82 1. of

the Commission' s RU1 es nf Pracl-. i ( e and Pr ocedure

By 1 etter dat ed Hay 23, 1 990, l..he Cnmmi. ssior3';. ; Execut ive

D i,. r e (.- t o I 3 n s t !. IJ (,, t e d t. h P C o mr) c) n v' f ( (".a & 1 s,- I (i be I'Ub 1 ) sfled a pr ef)a I ed

Not i. (.". e of: Fili ng one L !me, '

I - e'*is', -'('— F (?ene1"B1 (. !„!,'("'Ulat) o!1

ln the arP. B af Fe('. LP(3, by I he ( OT??! it) .i' S An!?)1 i CB L) nrI„The Nnt 3 ( P (-&f

F.l lr fig rndr CBted Lhe nat u? e (3+ 1' he C(3(?)l )BII v Application and

advi. sed all interested pa! L i. es (1esi ring par tici pat inn in the

BEFORE

THE PUBLIC SERVICE COMMISSIONOF

SOUTHCAROLINA

DOCKETNO. 90-49-W/S - ORDERNO. 90-1080

NOVEMBER5, 1990

V

IN RE: Application of Kiawah Island Utility )

Company, Inc., for Approval of New )

Schedules of Rates and Charges for )

Water and Sewe_: Se_:vice Provided to )

its Customers in its Service Area )

in South Carolina. )

ORDER

APPROVING

RATES AND

CHARGES

INTRODUCTION
..........................

This matte__: comes before the Fub!ic Service Commission of

South Carolina (the Commission) by way of an Application filed by

Kiawah Island Utility Company, Inc. (the Company or Kiawah) whereby

the Company seeks approval of a new schedule of rates and charges

for water and sewer service provided to _ts customers in its

service area in South Carolina. The Application was filed pursuant

to S.C. Code Ann. §58-5-240 (1976), as amended, and R.I03-82!. of

the Commission's Rules of Practice and Procedure.

By letter dated May 23, 1990, the Commission's Executive

Director instructed the Comr)anv t<, cat_s{: to be published a prepared

Notice of Filing, one time. _n e 1_e._7_._:_.?e:_'of general circulatio_o

in the area affected by the Co_u[ar_y-s ,f_n,n]_cation. The Notice of

Filing indicated the natt_-e off the Company's Application and

advised all interested parties desiring participation in the
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scheduled proceeding of the manner and time in which to file the

appropriate pleadings. The Company was likewise r. equired to notify

di. rect1y a11 customers affected. by the proposed rates and charges.

The Company furnished a. ffidavits demonstrating that the notice had

been duly publ. ished in a(.;cordance wi th the instructions of the

Executive Director. and certified that a. copy of the notice had been

mailed to each customer afFected. by the r. ates and char:ges pr. oposed

in the Company's Application. Sepa. rate Petitions to Intervene were

filed on behalf of Steven N. Hamm, Lhe Consumer Advocate for the

State (~f South Car oli na { the Consumer Advocate ); K i. awah Res j.dents

Gr oup {KRG ) and John P . Fr'eeman.

A(:".cording to Kiawah' s Appl3 cat ion, L'he proposed rates and

charges would incr. ease r. evenue by approximately 9410,884, or 39: as

computed. by Staff witness Sharpe. The Company's presentl. y

authorized rates and char. ges were approved by Order No. 85--834

issued on August 28, 1985, in Docket No. 85-83-W/S.

The Commission Staff made on-s.ite investigations of the

Company's facilities, audited the Company's books and records, and

gathered other. det. ail. ed informat. i. on concer. ning the Company's

operations. The Consumer Advocate and KRG likewi. se conducted i. ts

discovery in the ra, Le fi:ling of Ki. awah.

A public hearing relative ~o the chatters asserted in the

Company's Appl. ication was commenc. d the QF. F. ices of

Commission on September 27, 1990 „al-. 10:30 am. in the Commission' s

Hearing Room. Pursuant to 558-3-95, S.C. Code of Laws {Cum. Supp.
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scheduled proceeding of the manner and time in which to :file the

appropri, ate pleadings. The Company was likewise required to notify

directly all customers affected by the proposed rates and charges.

The Company furnished affidavits demonstrating that the notice had

been duly published in accordance with the instructions of the

Executive Director and certified that a copy of the notice had been

mailed to each customer affected by the rates and charges proposed

in t.he Company's Application. Separate Petitions to Intervene were

filed on behalf of Steven W. Hamm, the Consumer Advocate for the

State of South Carolina (the Consumer Advocate); Kiawah ResJ. dents

Group (KRG); and John P. Freeman.

According to Kiawah's Application, the proposed rates and

charges would i.nc[ease revenue by approximate].y $440,884, or 39% as

computed by Staff witness Sharpe. The Company's p[esently

authorized rates and charges were approved by Order No. 85.--.8134

issued on August. 28, 1.985, in Docket No. 85-.83-W/S.

The Commission Staff made on-sit.e investigations of the

Company's facilities, audited the Company's books and records, and

gathered other detailed information concerning the Company's

operations. The Consumer Advocate and KRG likewise conducted its

discove_:y in the rate filing of K:i.awah.

A public hearing relative to the mettet_s asserted in the

.)ram.........Company's Application was c( =nced in -[h=, Offices (of the

Commission on September 27, 1990_ at !.0:30 a.m. in the Commission's

Hearing Room. Pursuant to 558-3-95, S.C. Code of Laws (Cure. Supp.
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1989), a panel of three Commission members composed of Chairman

Frazier, presi. ding, Vice Chairman Yonce, and Commissioner

Blackburn, was designated to hear. and r'ule on this matter. Iucas

C. Padgett, Jr:. , Esquire, represented the Company; Elliott F. Elam,

Jr. , Esquire, represented the Consumer Advocate; Nichael A. Nolony,

Esquire, represented KRG; and Sa. rena D. Burch, Staff Counsel,

represented the Commission Staff.

The Company pr. esented the testimony of Townsend P. Clar. kson,

Treasurer of Kiawah Island Utility, Inc , the parent company of

Kiawah. KRG presented the testimony of Kiawah residents Jack

Pullyn and Wallace R. DuBo.is. The Commissi. on Staff presented Bruce

Hulion, Public Uti. l. ities Accountant, and Raymond C. Sharpe, Publi. c

Uti. lities Rate Analyst, to report Staff's findings and

r'ecommendations.

FINDINGS OF FACT

Based upon the Application, the testimony and exhibits

received into evidence at the hearj ng, and the entire record of

these proceedings, the Commission now makes the following findings

of fact:
1. That Kiawah Island Utility Company, Inc, is a water. and

sewer utility providing water and se-, er service ~n i. ts service

areas within South Carolina, and its operations in South Carolina

are subject to the jurisdiction of the Commissior pursuant to S.C.

Code Ann. (58-5-10, et ~se . t1976), as amended.
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].989), a pane] of three Commission members composed of Chairman

Frazier, presiding, Vice Chairman Yonce, and Commissioner

Blackburn, was designated to hear and ru].e on this matter:. Lucas

C. Padgett, Jr., Esquire, represented the Company; Elliott F. Elam,

Jr., Esquire, represented the Consumer Advocate; Michael A. Molony,

Esquire, represented KRG; and Sarena D. Burch, Staff Counsel,

represented the Commission Staff.

The Company presented the testimony of Townsend P. Clarkson,

Treasurer of Kiawah Island Utility, Inc., the par:ent company of

Kiawah. KRG presented the testimony of Kiawah residents Jack

Pullyn and Wallace R. DuBois. The Commission Staff presented Bruce

Hulion, Public Utilities Accountant, and Raymond C. Sharpe, Public

Utilities Rate Analyst, to report Staff's findings and

recommendations.

II.

FINDINGS OF FACT

Based upon the App].ication, the testimony and exhibits

received into evidence at the hearing, and the entire record of

these proceedings, the Commission now makes the following findings

of fact :

I. That Kiawah Island Utility Company, In<.:. is a water and

sewer utility providing water enc] sewe_: sea:vice in its service

areas within South Carolina, and its operations in South Carolina

are subject to the jurisdiction of the Commission, pursuant to S.C.

Code Ann. §58-5-10, et seq. (1976), as amended.
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2. That the appropriat. e test period for the purpose of this

pr. oceedi. ng is the twelve--month period ending December 31, 1989.

3. That by its Application, the Company is seeking an

i.ncrease in its rates and charges for water and sewer service of

$440, 884.

4. That the appropriaL. e operating revenues for the Company

for. the test. year under the present r. ates and after accounting and

pro forma adjustments are $1, 129, 922 which reflects a $68, 070

decrease in per book revenues.

5. That the appropriate oper. a-Ling r. evenues under the

approved r. ates ar. e $1, 570, 806 which r. eflects an incr. ease in

operating revenues of $440, 884.

6. That the appropriate operating expenses for. the Company

for the test year under its present rates and after accounting and

pro for. ma adjustments are $1, 245, 739, which reflects an increase in

per book expenses of $73, 819.

?. That the appropri. ate operating expenses under. the

approved r. ates ar: e $1, 322, 392.

8. That the Company's reasonable and appropriate federal. and

state income tax expense should be based on the use of a 34%

federal tax rate and a 5.0:. state L-ax rate, respect. ively.

9. That the Company's appropr'at 1 vel of net operating

income for. return after. accounting and pro fo»ma adjustments and

prior: to rate relief is .p(:1 15, 817) .
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2. That the appropriate test period for the purpose of this

proceeding is the twelve-month period ending December 31, 1989.

3. That. by its Application, the Company is seeking an

increase in its rates and charges for water and sewer service of

$440,884.

4. That the appropriate operating revenues for the Company

for the test year under the present rates and after accounting and

pro forma adjustments are $i,129,922 which reflects a $68,070

decrease in per book revenues.

5. That the appropriate operating revenues under the

approved rates are $1,570,806 which reflects an increase in

operating revenues of $440,884.

6. That the appropriate operating expenses for the Company

for the test year under its present rates and after accounting and

pro forma adjustments are $1,245,739, which reflects an increase in

per book expenses of $73,819.

7. That the appropriate operating expenses under the

approved rates are $1,322,392.

8. That the Company's reasonable and appropriate federal and

state income tax expense should be based on the use of a 34%

federal tax rate and a 5.0% state tax rate, respectively.

9. That the Company's approp[igte level of net operating

income for return after accounting and pro :forma adjustments and

prior to rate relief is $(]15,817).
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10. That: the appropr. iat:.e net income for retur. n under the

rates appr. oved and after. all accounting and pro forma adjustment. s

is 9253, 208.

11. That. the Commission will use the operating margin as a

guide in determining the lawfulness of. the Company's pr. oposed rates

and the fixing of just and reasonable rat:es.

12. That a fair operati. ng margi. n that; the Company should have

the opportunity to earn is 9. 57'-, whi. ch is produced by the

appropriate .level of revenues and expenses, to include interest

expense, found reasonable and approved here. in.

13. That the rate designs and rate schedules approved by the

Commission and the modifications thereto as des&. r:ibed herein are

approprj. at;e and shoul. ('1 be adopted.

14. That the rates and cha. rges depicted in Appendix A,

attached herein, and incorporated by r. eference, are approved and

effective for servi. ce rendered on and after t: he date of this Order. .

III.
EVIDENCE AND CONCLUSIONS

EVIDENCE AND CONCLUSIONS FOB FINDING OF FACT NO. 1

The evidence supporti. ng t:.his finding concer. n:ing the Company's

busi. ness and l. egal status is contai. ned in the Company's

Applicati on and in prior Commission O(der- in Ihe docket files of

which the Commission ta. kes noti. c=, T!~is find. ~ng of far. t i. s

essent. ially informational, procedural, and jurisdi. cti. onal in

natur. e, and the matter. s which i. t involves are ess nti. a'l. ly

uncontested.
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i0. That the appropriate net income for return under the

rates approved and after all accounting and pro forma adjustments

is $253,208.

ii. That the Commission will use the operating margin as a

guide in determining the lawfulness of the Company's proposed rates

and the fixing of just. and reasonable rates.

12. That a fair operating margin that the Company should have

the opportunity to earn is 9.57% which is produced by the

appropriate level of revenues and expenses, to include interest:

expense, found reasonable and approved herein.

113. That the [ate designs and rate schedules approved by the

Commission and the modifications thereto as described herein are

appropriate and should be adopted.

14. That the rates and charges depicted in Appendix A,

attached herein, and incorporated by reference, are approved and

effective for service rendered on and after the date of this Order.

III.

EVIDENCE AND CONCLUSIONS

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NO. 1

The evidence supporting this finding concerning the Company's

business and legal status is contained in the Company's

Application and in prior Commission Or tlers in the docket files of

which the Commiss:ion takes notice, This :finding of fact. is

essentially informational, procedura!, and jurisdictional in

nature, and the matters which it involves are essentially

uncontested.
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EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 2 AND 3

The evidence for. these f.indin(3s concerning the test per. iod and

the amount of the revenue increase requested by the Company is
con'ta 1ned irl the Appl 1 ca t l. on o f the Colllpany and 'the t estilllor1y and

exIllbrt s of Company wr tness C.l atksorl.

On Nay 10, 1990, the Crlmpany f i le(3 an Applicatirln requesting

approval of rale schedules designed to produce an increase in gross

revenues of $440, 884. The Company's filing was based on a te t
period consist:ing of the twelve months en(3ing December .31, 1989.

The Commission Staff and the part:ies of record herein li.kewise

offered thei1 evidence generall. y within the context of that same

test period.

A fundamental principle of the ratemaking process is the

establishing of a test year per. iod. The reliance upon the test

year concept, however:, is not designed to preclude the recognition

and use of other histor:ical data. which may precede or postdate the

selected twelve month period.

Integral. to the use oF a test year, representing normal

operating condi. tions to be anticipated .in the futur'e, is the

necessi. ty t.o make normalizing adjustments to the historic test year.

figures. Only those adjustments wl~ich have reasonable and defini. te

character. istics, and which ten7-' i~ F."77ence 7:eflected operating

experiences are made to g1 VM Pr'('3ne 7 ( orlsi der ation to revenues

expenses and i. nvestments. Pa. rker v. South Carolina Public Service

Commission, et. al. , 280 S.C. 310, 313 S.E. 2d 290 (1984).
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EVIDENCE AND CONCLUSIONSFOR FINDINGS OF FACT NOS. 2 AND 3

The evidence for these findings concerning the test period and

the amount of the revenue increase requested by the Company is

contained in the Application of the Company and the testimony and

exhibits o:f Company witness Clarkson.

On May i0, 1990, the Company filed an Application requesting

approval of rate schedules designed to produce an increase in gross

revenues of $440,884. The Company's filing was based on a test

period consisting of the twelve months ending December 31, ]989.

The Commission Staff and the parties of record herein likewise

offered their evidence general].y within the context of that same

test period.

A fundamental principle of the ratemaking process is the

establishing of a test year period. The reliance upon the test

year concept, however, is not designed t.o preclude the recognition

and use of other historical data which may precede or postdate the

selected twelve month period.

Integral to the use of a test year, representing normal

operating conditions to be anticipated :in the future, is the

necessity to make normalizing adjustments to the historic test year.

figures. Only those adjustments which have reasonable and definite

characteristics, and which tend to influence _:eflected operating

experiences are made to give p_:oper consideration to revenues,

expenses and investments. Par]<er v. South Carolina Public Service

Commission, et.al., 280 S.C. 3!0, 313 S.E. 2d 290 (1984).
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Adjustments may be allowed for. i tems ocrurr ing in the hi storir. test.

year, but which will not recur in the future; or to give effect to

items of an extraordinary nature by either: normalizing or

annualizing such items to reflert more accurately their annual

impact; or to give effect to any other item which should have been

included or excluded dur:ing the historic test year. '. The Commission

finds the twelve months end. ing December 31, 1989, to be the

reasonable period for whirh to make our ratemaking determinations

herein.

EVIDENCE AND CONCLUSTONS EOR ETND1NGS OF PACT NOS. 4 AND 5

The evidence for the findings concerning the adjusted level of

operating revenues i. s found in the testimony and exhibits of

Commission Staff wi. tness Sharpe.

The Staff proposed to adjust per book revenues to reflect the

correct number. of billing units and consumption analysi. s. Because

the Staff's adjustment includes the appropriate billing units and

consumption analysis, the Commission will adjust book revenues by

911,070 as pr. oposed by Staff. This adjustment is appr'opr'iate for.

ratemaking purposes as it reflects the proper level of revenues for

the Company.

The Staff and Company proposed tr, eliminate tap fees from

r. evenue and book as contribut. ~ons iT' sic of construction. The

Staff's calculation of $(57 000) di FFered from the Company's

calcula tion because the Sta f f i ncluded al I. of the tap fees
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Adjustments may be allowed for items occurring in the historic test.

year, but which wi].l not. recur in the future; or to give effect to

items of an extraordinary nature by either nor-malizing or

annualizing such items to reflect more accurately their annual

impact; or to give effect to any other item which should have been

included or excluded during the historic test year. The Commission

finds the twelve months ending December 31, 1.989, to be the

reasonable period for which to make our ratemaking determinations

he re i n.

EVIDENCE AND CONCLUSIONS['OR FINDINGS OF FACT NOS. 4 AND 5

The evidence for the findings concerning the adjusted level, of

operating revenues is found in t.he testimony and exhibits of

Commission Staff witness Sharpe.

The Staff proposed to adjust per book revenues to reflect the

correct number of billing units and consumption analysis. Because

the Staff's adjustment, includes the appropriate billing units and

consumption analysis, the Commission will adjust, book revenues by

$11,070 as proposed by Staff. This adjustment is appropriate for.

ratemaking purposes as it reflects the proper level of revenues for

the Company.

The Staff and Company proposed to eliminate tap fees from

revenue and book as contributions _.n _id o:[ construction. The

Staff's ca].culat.ion of $(57_000) differed f_<om the Company's

calculation because the Staff included all. of the tap fees
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collected duri. ng the test year whi1e the Company included only

anticipated tap fees. The Commission approves Staff's adjustment.

The Staff and Company pr. oposed to adjust revenues to e1iminate

Hugo insurance r. eimbursements and inter. est income and other

misce1laneous income. The Staff's adjustment of $(22, 140) differed

sli. ghtly from the Company's acljustment in that the Company's

adjustment included income not associated with utility operations.

The Commission accepts Staff's adjustment.

Therefor. e, for the purposes of this pr. oceeding, the

approprl ate. Operat'J ng revenues for the Company for the test year

under the present r. ates and after a. ccounti. ng and pro forma

adjustments, are $1,129, 922 which refl. ects a $68, 070 deer. ease i. n

revenues.

Using the Commis~ion's F'inding of Fact No. 12 and the Evidence

and Conclusions, infra. , approving a 9.57'; operating margin, the

Company's operating revenues after the approved increase are

&1,570, 806.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 6, 7, AND 8

Certain adjustments af fecti. ng e

exhibits and testimony offered by wi

xpenses were included in the

tness Clarkson for the Company,

and witnesses Hulion and Sharpe f !!- the Commission Staff. This

Order wi11 address and det. ai1 c!nl - !-l'.:se account. ing and pro forma

adjustments affecting expense, "= which d!ffered between the Company,

the Consumer. Advocate and. the Comm!ss!on Staff.
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collected during the test year while the Company included only

anticipated tap fees. The Commission approves Staff's adjustment.

The Staff and Company proposed to adjust revenues to eliminat:e

Hugo insurance reimbursements and interest income and other

miscellaneous income. The Staff's adjustment of $(22,].40) differed

slightly from the Company's adjustment in that the Company's

adjustment included income not associated with utility operations.

The Commission accepts Staff's adjustment.

Therefore, for the pu<poses of thi. s proceeding, the

appropriate operat:irlg revenues for the Company for [:.he test year

under the present rates and after accounting and pro forma

adjustments, are $].,i.29,922 which reflects a $68,070 decrease in

revenues.

Using the Commission's Finding of Fact No. 12 and the Evidence

and Conclusions, infra., approving a 9.57% operating margin, the

Company's operating revenues after the approved increase are

$]., 5"70,806.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 6, 7, AND 8

Certain adjustments affecting expenses were included in the

exhibits and testimony offered by witness Clarkson :for the Company,

and witnesses Hulion and Slharpe for the Commission Sta£f. This

Order will address and detail o_!y these eccounting and pro forma

adjustments affecting expenses which differed between the Company,

the Consumer Advocate and the Commission Staff.
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ANNUALIZATION OF DEPRECIATION

Both the Staff and the Company prnposed to annualize

depreciation expense based on yea. r-end plant leve.ls and

depreciation rates. Staff's adjustment uses straight line

depreciation at 2':, and a straight line 20: depreciat. ion rate on

transportation assets. The Staff did not include budgeted rapital

expenditures i. n i. t. s calcul. ation as the Company did berause those

expenditures were not known and measurable. Although those

expenditures were set forth in rertai. n cont. rarts, the expenditures

were contingent. upon the Company notifying the contractor that it.

desired to pursue the contract. Furthermore, the financing needed

to begin these expenditures was rontingent upon Kiawah's receiv. ing

a sufficient rate increase. (See Applicatinn, Exhibit H).

Kiawah's position i. s that. these expenditures ar. e in the contracts

for the Kiawah Island capital improvement program and are therefore

known and measur. able.

The Commissi. on finds that the Staff's adjustment to increase

depreciation expense by $26, 611 properly reflects the depreci. ation

expense based on year. -end plant levels, apprnpriate depreciation

rates and appropri. ate ratemaking pr. i.nciples. Staff's adjustment is

adopted for ratemaki. ng purposes her. ein.

PAYROLL TAXES

Staff proposes to properly show oavroll taxes as operating

taxes. The Company had i. ncluded such Iaxes as oper. ating and

maintenance expenses. Therefore, the Commission finds that the

payroll taxes of $19,957 should be removed from Operation and

Naintenance expenses and labeled as operating taxes.
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ANNUALIZATION OF DEPRECIATION

Both the Staff and the Company proposed to annua].ize

depreciation expense based on year-end plant, levels and

depreciation rates. Staff's adjustment uses straight line

depreciation at 2%, and a straight line 20% depreciation rate on

tr:ansportation assets. The Staff did not inc].ude budgeted capital

expenditures in its calculation as the Company did because those

expenditures were not known and measurable. Although those

expenditures were set forth in cer:tain contracts, the expenditures

were contingent upon the Company notifying the contractor: that it

desired to pursue the contract. Furthermore, the financing needed

to begin these expenditures was contingent upon Kiawah's receiving

a sufficient rate increase. (See Application, Exhibit H).

Kiawah's position is that these expenditures are in the contracts

for the Kiawah Island capital improvement program and are therefore

known and measurable.

The Commission finds that the St.aff's adjustment to increase

depreciation expense by $26,6.].1 properly reflects the depreciation

expense based on year-end plant levels, appropriate depreciation

rates and appropriate ratemaking principles. Staff's adjustment is

adopted for ratemaking purposes herein.

PAYROLL TAXES

Staff proposes to prope1:!y show pa_h_<o!! taxes as operating

taxes. The Company had included such taxes as operating and

maintenance expenses. Therefore, the Commission finds that. the

payroll taxes of $19,957 should be removed from Operation an(]

Maintenance expenses and labeled as operating taxes.
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CUSTONER GROWTH

The Staff computed a growth fact:or of 1. . 93: for the test year. .

The Commission does not recognize nega. tive growt:h, therefore,

growt. h was computed only after t., he proposed .increase, si, nce

computing growth in all other. ' instances would have resulted in

negative growth. The Commission accepts Staff's calculati. on.

PURCHASED WATER

The Company proposed to adjust Oper. ation and Naintenance

expenses for an anticipated rate increase of 8: by the City of

Char:leston for purchased water. The St;aff opposed this adjustment,

because the r. ate increa. se, although proposed, had not. been

implemented at the time of hearing and therefore wa. s not a known

and measurable change. The Commission rejects the adjustment since

the rate incr, ease has not been put into effect.

The Staff and the Company proposed t.o adjust maintenance

expense for refurbi. shing and painting the water. tank. The Staff's
adjustment of $15, 128 differs slightly fr:om the Cnmpany's because

the Staff used only figures that it could verify at the time of

Staff's audit. The Commission approves Staff's adjustment.

ANNUAL HANAGE1'1ENT FEE

The St:a f f pr'oposes to book the annua '! mana aement f ee o f

$36, 000. The Company indi cated t ha t i t. had included the fee i n per.

book nperat;ions, per the application Exhibit D, but had not done

so. Therefore, the Commission approves Staff's adjustment.
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CUSTOMERGROWTH

The Staff computed a growth factor of i..93% for the test year.

The Commission does not recognize negative growth, therefore,

growth was computed only after the proposed increase, since

computing growth in all other instances would have resulted in

negative growth. The Commission accepts Staff's calculation.

PURCHASED WATER

The Company proposed to adjust Operation and Maintenance

expenses for an anticipated rate increase of 8% by the City o:f

Charleston for purchased water. The Staff opposed this adjustment

because the rate increase, although proposed, had not been

implemented at the time of hearing and therefore was not a known

and measurable change. The Commission rejects the adjustment since

the rate increase has not been put into effect.

WATER TANK

The Staff and the Company proposed to adjust maintenance

expense for refurbishing and painting the water tank. The Staff's

adjustment of $15,128 differs slightly from the Company's because

the Staff used only figures that it could verify at the time of

Staff's audit. The Commission approves Staff's adjustment.

ANNUAL MANAGEMENT FEE
.....................................................

The Staff proposes to boo]< the annual manaaement fee of

$36,000. The Company indicated that it had included the fee in per

book operations, per the application Exhibit D, but had not done

so. Therefore, the Commission approves Staff's adjustment.
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AVAILABTLTTY FEES

The Staff proposed an adjustment of S(26, 363) to eliminate

contributinns in aid of construction associated wi. th availability

fees and tap fees from depr. eciation expense i. n compliance with the

Commission's previous &ate order fr&r K&awah, Order No. 85-834,

Docket No. 85—83—N/S. The Company's position is that since there

ar'e no availabi. li( y fees in existence today, such an adjustment

cannot be made. The Commission finds that Staff's adjustment i. s in

cr&mpliance with. i. ts pr. evI. ous order and approves this adjustment.

Ther'e is a fee currently .in existence called a building incentive

fee wh i rh i. s f r&r the same pur t&ose as the forme r avail. abil i ty fee,

therefore, the adjusLment must be made.

NlSCELLANEOUS

The Commission will hereby adjust general taxes, and state and

feder, a1. income taxes to reflect all adjustments approved herein.

All. accounting and pro forma adjustment. s proposed by the Staff and

not objected to by any other party are her:eby approved. All other

adjustments pr. oposed by any party inconsistent therewith have been

reviewed by the Commission a»d found to be unreasonable or

inappropriate for ratemaking purpr&ses and are hereby denied.

EVTDENCF. AND CONCLUSrONS FOR FTNDTNGS OF FACT NOS. 9 AND 10

Based on the Commissi&&n:s dete -m-inat&on, " concerning the

Accounting and Pro Forma adju-tments Lo the Company's revenues and

expenses, and .its determir&ation as to the apr&ropriate level of

revenues and expenses, (see, Evidence ar&d Conclusions for Finding

DOCKETNO. 90-49-W/S - ORDERNO. 90.-1080
NOVEMBER5, 1990
PAGE ii

AVAILABILITY FEES

The Staff proposed an adjustment of $(26,1363) to eliminate

contributions :in aid of const_uction associated with availability

fees and tap fees from depreciation expense in compliance with the

Commission's previous rate orde_ for Kiawah, Order No. 85--834,

Docket No. 85-83-W/S. The Company's position is that since there

are no availability fees Jn existence today, such an adjustment

cannot be made. The Commission finds that: Staff's adjustment is in

compliance with its previous order and approves this adjustment.

There ].s a fee currently in existence called a building incentive

fee which is for the same purpose as the former availability fee,

therefore, the adjustment must be made.

MISCELLANEOUS

The Commission will hereby adjust general taxes, and state and

federal income taxes to reflect all adjustments approved herein.

All accounting and pro forma adjustments proposed by the Staff and

not objected to by any other party are hereby approved. All other

adjustments proposed by any party inconsistent therewith have been

reviewed by the Commission and found to be unreasonable or

inappropriate for ratemaking purposes and are hereby denied.

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 9 AND i0

Based on the Commission's @etet-minetions concerning the

Accounting and Pro Forma adjustments to the Company's revenues and

expenses, and its determinatiom as to the appropriate level o:f

revenues and expenses, (see, Evidence and Conclusions for Finding
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of Fact No. 12) net inrome for return is found by the Commission as

il. lustrated in the following Table".

TABI F,

NET INCOME FOR RETURN

BEFORE RATE INCREASE

Operatinq Revenues
Operating Expenses
Net Operating Income

Interes't During Construe'L. ion
Customer Growth

Net In&."ome for Return

1,129, 922
1,245, 739
{115,817)

—0--
—0-

AFTER RATE INCREASE

Operating Revenues
Opera. ting Expenses
Net Operating Income

Interest During Construction
(:."us tome r Gr o~nrth

Net I'ncome for. Return

1,570, 806
1,322, 392

248, 414
—0-

4, 794
253 208

EVIDENCE AND CONCI. USIONS FOR FINDING OF FACT NOS. 11 AND 12

Under. the guidelines established in the decisions of Bluefield

Water Works and Improvement Co. v. Public Service Commission of

West Virginia, 262 U. S. 679 {.1923), and Federal Power Commission v.

Hope Natural Gas Co. , 320 U. S. 591. {1944), this Commission does not

ensur e through regni at ion 'Lha t a ut I!I tv ail 1 produce net revenues

As the United State Supreme (, oui

decision, supra, the uti1ity

profits such as are realized or a nt

i (& t 1&e Hope Na („-ur al Gas

constitutional rights to

ic~pated in highly pr. ofitable

enter pr i. ses or ~peculate ve ventur =. " Ho&eever employing fair. and

enlightened judgment and giving consideration to all r. elevent
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of Fact No. 12) net income for return is found by the Commission as

illustrated in the following Table:

TABLE A

NET INCOME FOR RETURN

BEFORERATE INCREASE

Operating Revenues
Operating Expenses
Net Operating Income

Interest During Construction
Customer Growth

Net Income for Return

1,129,922
1,245,739
(115,817)

--0--

-- 0-"

.L115,81_7_)_................

AFTER RATE INCREASE

Operating Revenues

Operating Expenses

Net Operating Income

Interest During Construction

Customer Growth

Net Income fol: Return

],570,806

1,322,392

248,414

--0--

4,794

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NOS. ii AND 12

Under the guidelines established in the decisions of Bluefield

Water Works and Improvement Co. v. Public Service Commission of

West Virginia, 262 U.S. 679 (1923), and Federal Power Commission v.

Hope Natural Gas Co., 320 U.S. 591 (1944), this Commission does not

ensure through regulation that a utility will produce net revenues.

As the United State Supreme Court _)oted iF_ the Hope Natural Gas

decision, supra, the utility "has no constitutional rights to

profits such as are realized or anticipated in highly profitable

enterprises or speculative ventures." However:, employing fair and

enlightened judgment and giving consideration to all relevent
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facts, the Commission should establish rates which wi. ll produce

r:evenues "sufficient t. o a. ssur. e confidence in the financial

soundness of the utility and. . . that are adequate under efficient

and ecnnomical management, tn ma. i.ntai. n and suppor. t. i. ts credit and

enable it to rai. se the money necessary for the proper discharge of

its publi. c duties. " Bluefield, supra, at 692-693.

Neither. S.C. Code Ann. , 558-5-290 (1976), nor. any other

statut. e prescribes a. parti!.."ula. r method t.o be utilized by the

Cnmmi. ssion t. o determine the lawfulness of the rat. es of a public

utility. For rat;emaki. ng purposes, this Commission examines the

relationships between expenses, revenues and j. nvestment in an

hi. stor. 'ic test per. ind because such examinat. .i. nn provides a constant

and reliable fact. or upon which calcul. ation can be made to formulate

the basi. s for determ. ining just and reasnnable rat, es. This method

was recognized and approved by the Supr. erne Court for ratemaking

purposes involving utilitI. es in Southern Bell Telephone and

Telegraph Co. v. The Public Ser'vice Commission of S.C. , 270 S.C

590, 244 S.E.2d 278 (1978).
For water. and sewerage utilities, where the utility's rate

base has been substant. ially reduced by cust:orner, donations, tap

fees, contributions in aid of cnn tructinn and book value ln

excess of investment the util~t. - m=v r=quest o

decide to use the operating ratio and/nr Qp

the Commissinn may

erat: i. ng margin" as

guides in deter:mi. ning just and reasonable rates, instead of

examining the utility's return on its rate base. The nperating

ratio is the per. cent:age obt. ained by dividing total operati. ng
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facts, the Commission should establish rates which will produce

revenues "sufficient to assure confidence in the financial

soundness of the utility and...that are adequate under efficient

and economical management, to maintain and support its credit and

enable it to raise the money necessary for the proper discharge of

its public duties." Bluefield, supra, at 692-693.

Neither S.C. Code Ann. , $58-5-290 (1976), nor any other
..........................

statute p_:escribes a particular method to be uti. lized by the

Commission to determine the lawfulness of the rates of a public

utility. For ratemaking purposes, this Commission examines the

relationships between expenses, revenues and investment in an

historic test period because such examinati.on provides a constant

and reliable factor upon which calcul.ation can be made to formulate

the basis for determining just and reasonable rates. This method

was recognized and approved by the Supreme Court for ratemaking

purposes involving utilities in Southern Bell Telephone and

Telegraph Co. v. The Public Service Commission of S.C. , 270 S.C.

590, 244 S.E.2d 278 (].978).

For water and sewerage utilities, where the utility's rate

base has been substantially reduced by customer donations, tap

fees, contributions in aid of construction and book value in

excess of investment the utility me_ request, or the Commission may

decide, to use the "operating ratio" and/or "operating margin" as

guides in determining just and reasonable rates, instead of

examining the utility's return on its rate base. The operating

ratio is the percentage obtained by dividing total operating
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expenses by nperati. ng revenues. The obverse side of this

calculation, the oper:ating mar. gi. n, is determining by divi. ding net

oper. ating i. ncome for retur. n by the tntal operating revenues of the

u t.l 1 r 't y .
Tn thi, s pr oceedi ng, t he Commi ssi on will use the operating

mar'gin as a guide in determining the lawfulness of the Company's

proposed r. ates and if necessary, the fixi., ng of just. and reasonable

rates. This method was recognized us an acceptable guide for.

ratemaki. ng purposes i. n Patton v. South Carolina Public Service

Commission, 280 S. ( . 288, 312 S.E. 2d 257 (1984).
The following Table inclicates t.he Company s gross revenues for

t he t'est year, af ter a& counting and pro forma adjustments under the

present. ly approved schedules; the Company's operating expenses for

the test: year after accounting and pro Forma adjustments; and the

operating margin under the presently approved schedules for the

test year;:

Operat, ing Revenues
Operating Expenses
Net Operating Inc:ome (Loss}
Add: Cust. orner Growth
Total Income fnr. Retur. n (Loss)

1,129, 922
1,245, 739

( 115,817)
—0-

Oper. a ting Nar gin (Z Fte r rn'-= -est ) ( 19,, 36-;" )

The followi. ng Table shows th . ff. ct of t: he Company's pr. oposed

rate schedule after accounti. ng ancl pro .For:ma adjustments approved

her. ein
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expenses by operating revenues. The obverse side of this

calculation, the operating margin, is determining by dividing net

operating income for return by the total operating revenues of the

utility.

]in this proceeding, the Commission will use the operating

margin as a guide in determining the lawfulness of the Company's

proposed rates and if necessary, the :fixing of just. and reasonable

rates. This method was recognized as an acceptable guide for

r at emak i ng pur poses i n Pater_on .._i-_Sout_.h__Car_o!ina__Pub! i c _serv_ice

Commission, 280 S.C. 288, 3]_2 S.E.2d 257 (1984).

The following Table indicates the Company's gross revenues for

the test year, after accounting and pro for_ma adjustments under the

presently approved schedules; the Company's operating expenses for

the test year after accounting and pro forma adjustments; and the

operating margin under the presently approved schedules fo_; the

test year :

TABLE C

Operating Revenues
Operating Expenses
Net Operating Income (Loss)
Add: Customer Growth
Total. Income for Return (Loss)

Operat.ing Marg:].1_ (A[te< !n!:e_zest)

$
I.,129,922

1,245,739

( 115,817)

--0--'

( i 15 _ 17 )

(!9.3_!)

The following Table shows the ef[(ect of the Company's proposed

rate schedule, after accounting and pro fo_rma adjustments approved

herein:
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TABLE D

Operating Revenues
Operating Expenses
Net Operating Income
Add: Customer Growth
Total Inconle for Retllrn

1,570, 806
1 322 392

248, 414
4, 794

253 208

Operating Nargi n (Af ter .Interest. ) 9.57'o

The Comml ssion i s mindful of those standards delineated in the

Bluefield decision, supra, ancl of the balance bet~een the

respective i. nterest of the Company and OF the consumer. ". The

Commission has cnnsidererl Lhe spe&:L. !:um of relevant factors in this

pl oc Bed in 9 thP I'BVBI'lue. I'Bqu i r ement s f 0 r' t hP- Company thB p 1"opo SPd

pr. ice for whi. Oh the Company' s ser vi. ce .i s r ende I ed, the qual i ty of

that servi. ce, and the effect of the proposal upon the consumer,

among othe r s .

The three fundamental. cr. iter. ia of a sound rate structure have

been characterized as follows:

. . . (a) the revenue-requirement or financial-need
objective, which takes the form of a fai, r-return
standard with respect to private utility companies; (b)
the fair-cost apportionment objective which invokes the
princi. pie that the burden of meeting total revenue
requirements must be dj stributed fairly among the
benefi. ciar. .ies of the selvice; and (c) the optimum —use or
consumer rationing under whic)1 the rates are rlesigned to
di scour, a. ge t!1B was'LB ful u) se of r)ubl ic 1) t). 1'i ty sPr vi&.". Bs
while pl omr)ting a I I rlF B Ft)a'. i .-: =c&)nomi &:a I t V justified
in vi ew nf the r el a tions!~ i ps be t- een co"ts incur red and
benefits received.

Bonbr ight, Pr i nciples oF Public Utility Rates (1961),
p. 292.
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TABLE D

Operating Revenues
Operating Expenses
Net Operating Income
Add: Customer Growth
Total Income for Return

Operating Margin (Affter Interest)

$
1,570,806

1,322,392

248,414

4,794

253L208

9.57%

The Commission is mindful of those standards delineated in the

Bluefield decision, supra, an(] off the balance between the

respective interest of the Company and of the consumer. The

Commission has consideL-ed the spectr:um of relevant factors in this

proceeding, the revenue r.equ.irements for. t.he Company, the proposed

price for which the Company's service is rendered, the quality of

that se_:vice, and the effect of the proposal upon the consumer,

among others.

The three fundamental criteria off a sound rate structure have

been characterized as follows:

• .. (a) the revenue-requirement or financial-need

objective, which takes the form of a fair-return

standard with respect to private utility companies; (b)

the fair-.cost apportionment objective which invokes the

principle that the burden of meeting total revenue

requirements must be di stribut ed fairly among the

beneficiaries of the service; and (c) the optimum-use or

consume_: ra-tionir._.g under which the rates are designed t.o

discour, age the wasteful _se of pub].ic utility services

wh.ile promoting all. use _.bai- j._: e<:onomic_]].y justified

in view of the relationshi[_)s bet_een costs incurred and

benefits received.

Bonbright,

p.292.

Principles of Public Utility Rates (196].),
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The Commi. ssi. on has considered the propnsed increase presented

by the Company in light of the various standards to be observed and

the interests represented befc&re the Commission.

The Company provided the testimony nf Nr. Clarksnn who

provided informati. on concerning the substantial capital improvement

program the Company has begun i. n urder tu provide wat. er and sewer

services t;o it. s present customers and have utility services

available fur. future r3evelnpment. The projected rost of the

capital improvements, inc. .luding engi. neering fees, rommit. . tment fees

and int:crest reserve, is &2, 500, 000, according tu wi. tness

Clarksnn's test. imony.

The Commission must bal. ance the interests of the Company

the opportunity to make a profit or. earn a return on its
investment. , while providing adequate water and sewerage servire

with the competing interests oF the ratepayers —— to receive

adequate servic:e at a fair. ancl reasonable rate. In balancing these

competi. ng interests, the Commission has determined that the

proposed schedu3e of rates and rharges is .just and reasonable and

appropriate for both the Company anc3 it. s ratepayers.

It is incumbent upon the Commission to approve rates which are

just and reasunable, not on.l. y producing revenues and an operati. ng

marg. i. n within a reasonable ~ange. but . hich alsc~ distribut. e fairly

t he revenue r equi 1 ements con sidle r i no the price for whi ch t he

Company' s service is r ender ed anc3 the quality of that se rvire.
Based upon the record in the inst:. ant proc.. eding, the Commission

DOCKETNO. 90-49-W/S .....ORDERNO. 90-1080
NOVEMBER5, 1990
PAGE 16

The Commission has considered the proposed increase presented

by the Company in light of the various standards to be observed and

the inter.ests represented before the Commission.

The Company provided the testimony of Mr. Clarkson who

Dprovided information conce_ining the ._ul_stant.J.al capital improvement

program the Company has begun in order to provide water and sewer

services to its present customers and have utility services

available for future development. TI,.e projected cost of t.he

capital improvements, including engineering :fees, committment fees

and interest reserve, is $2,500,000, according to witness

Clarkson's testimony.

The Commission must ba].ance the interests of the Company --

the opportunity to make a profit or earn a return on its

investment, while providing adequate water and sewerage service -.-

with t.he competing interests of the ratepayers -- to receive

adequate service at a fair and reasonable rate. In balancing these

competing interests, the Commission has determined that the

proposed schedule of rates and charges is just and reasonable and

appropriate for both the Company and its ratepayers.

It. is incumbent upon the Commission t.o approve rates which are

just and reasonable, not o_nly producing revenues and an operating

margin within a reasonable _ap.aeo b<_t w_ich also distribute fairly

the revenue requirements, cor_sidering the price for which the

Company's service is rendered and the quality of that service.

Based upon the record in t.he instant proceeding, the Commission
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concludes that a fair; operating margin tha. t the Company should have

an opportunity to earn is 9.57-:-, which requires annual operating

r. evenues of &1, 570, 806. The followi. ng table reflect. s an oper. ating

margin of 9.57'-':

TABLE E

Operating Revenues
Operating Expenses
Net Operating Income
Add: Customer. Growth
Total Income for. Return

1, 570, 806
1,322, 392

248, 414
4, 794

253 208

Operating Margin (After .Interest. ) 9.57-:

While the Commi ssion is aware nf t he impact on the customers

of granting additional annual revenues in the amount of

9440, 884, the Company has pr. ovided. justifi. ca, tion for, such an

i. ncr. ease, and the schedule of rates and char. 'ges approved herei. n

depict just and reasonable ra. Les.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NOS. 13 AND 14

The Commi. ssion will spread the increase among the various

services offered by the Company in the following manner:

NATER

The Company is currently charging $12.00/month for its min. i. mum

bill (0-5, 000 gal/month) for r e ident i al and commercial wat er

service. The Companv pr'opo-. e ~~ iT', r'ea this to 15.00/month. To

achieve the appr. oved operating maroon and leve1 of revenues, the

Commission will approve a. residential. and commercial cha. r. ge of.

$15.00/month for i ts mi nimum bi ll ( 0-4, 000 gal/month)
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concludes that a fair operating margin that the Company should have

an opportunity to earn is 9.57%, which requires annual operating

revenues of $1,570,806. The following table reflects an operating

margin of 9.57%:

Operating Revenues
Operating Expenses
Net Operating Income
Add: Custome r Growth
Total Income for Return

TABLE E
$

1,570,806

1,322,392

248,414

4,794

2532_ 9_9o8

Operating Margin After Interest) : 9.57%

While the Commission .is aware of the impact on the customers

of granting additional annual revenues in the amount of

$440,884, the Company has provided justificat]on for such an

increase, and the schedule of rates an(] charges approved herein

depict, just and reasonable rates.

EVIDENCE AND CONCLUSIONS FOR FINDING OF FACT NOS. 13 AND 14

The Commission will. spread the increase among the various

services offered by the Company in the following manner:

WATER

The Company is currently charging $12.00/month for its minimum

_ [_-O ...........bill (0-5,000 gal/month) fo< _dentJa] an{] commercial water

service. The Company proposes to <oc<e_se this :o 15.00/month. To

achieve the approved operating margin and level of revenues, the

Commission will approve a ___esidential and commercial charge of

$15.00/month for its minimum bill (0--4,000 gal/month).
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The Company proposed to i. ncrease the commodity charge for

water from 1.20/1, 000 gallons for consumption above 5, 000 gallons

to 1.60/1, 000 gal.lons for consumption above 4, 000 gallons for. both

residential and commercial customer. s. To achieve the approved

operating margin and level r!f revenues ihe proposed commodity

charge should be increased to 91.60/1, 000 ga.lions for consumption

above 4, 000 gallons for both residentia. l and commercial customers.

The Company proposed that whenever se!vice has been

di. sconnected for reasons ui:her than violation of regulations,

overpayment of bills, or. fraudulent. use of service, and the

Company is r. equired to reconnect service to a unit that has had the

service disconnected, I:. he Company shall have the right to charge a

925. 00 reconnection fee for. restoration of service after 4:30 p. m.

Monday through Friday or Sa'turday and Sunday. The Comm1ssj. on

approves this proposal.

A fee of $5. 00 wa. s proposed by the Company to be charged each

customer to whom the Company mai. ls a notice of discontinuance of

service as requir. 'ed by the Commission Regulations pr. ior. to service

being disconnected. This fee assesses a portion of the c.lerical

and. mailing costs of such notices to the customers creating that

cost . The Commission f inds 1 hat ' h! s nronosal !, ' reaso!lable and

approves this fee
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The Company proposed to increase the commodity charge for

water from 1..20/i.,000 gallons for consumption above 5,000 gallons

t.o 1.60/i],000 ga].lons :for consumption above 4,000 ga!].ons for both

residenti.al and commercial customers. To achieve the approved

operating margin and ].eve] of ._;evenues, the proposed commodity

charge should be i.ncreased to $1.60/1,000 gal].ons for consumption

above 4,000 gallons for both residential and commercial customers.

The Company p_.-oposed that whenever se_:vice has been

disconnected for reasons other than violation of regulations,

overpayment of bills, or fraudu].ent use of service, and the

Company is required to reconnect service to a unit that has had the

service disconnected, the Company shall have the right to charge a

$25.00 reconnection fee for restoration of service after 4:30 p.m.

Monday through Friday or Saturday and Sunday. The Commission

approves this proposal..

A fee of $5.00 was proposed by the Company to be charged each

customer to whom the Company mails a notice of discontinuance of

service as required by the Commission Regulations prior to service

being disconnected. This fee assesses a portion of the clerical

and mailing costs of such notices to the customers creating that

cost. The Commissior_ fincls that th_s proposal is reasonable and

approves this fee.
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The Company also proposed a customer account charge of $25. 00

to be a one-time fee charged to each new account to defray costs of

initiat. ing service. The Commission finds that, this charge should

be approved.

The Commission finds that the other proposals in the Company's

rate schedule for water service do not necessarily affect Kiawah's

operating margin, but primarily set forth the Company's policies in

r'ega rd to va r j.Gus s 1 tuat j. Ons . The Comm1 s s j.on ha s rev l. ewed the se

policies and finds that. they should be approved.

SEWER

The Company presently charges its residential and commer. cial

sewer customers $16.00 per month. The Company proposes to increase

the charge to $20. 00 per, month. To achieve the approved oper. ating

margin and level of r. evenues, the Commission will approve a

proposed charge uf $20. 00 per month.

The Company proposed that whenever service has been

disconnected for reasons other than violation of regulations,

over. payment. of bills, or fraudulent use of service, and the Company

is required to reconnect service to a unit that has harl the service

disconnected, the Company shall have the right to charge a $25. 00

reconnection fee for. restoration of service after 4:30 p m. Nonday

through Fr, iday or Satur. day and Sunday The Commission appr. oves

th1s pr'oposal.

A fee of 95.00 was proposed by the Company to be charged each

customer to whom the Company mails a notice of discontinuance of
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The Company also proposed a customer account charge of $25.00

to be a one-time fee charged to each new account to defray costs of

initiating service. The Commission finds that this charge should

be app[oved.

The Commission finds that the other proposals in the Company's

rate schedule for water service do not necessarily affect Kiawah's

operating margin, but primarily set forth the Company's policies in

regard to va[ious situations. The Commission has reviewed these

policies and finds that they should be app[oved.

SEWER

The Company presently charges its residential and commercial

sewer customers $1.6.00 per month. The Company proposes to _ncrease

the charge to $20.00 per month. To achieve the approved ope[ating

margin and level of revenues, the Commission will approve a

proposed charge of $20.00 per month.

The Company proposed that whenever service has been

disconnected for reasons other than violation of regulations,

over:payment of bills, or fraudulent use of service, and the Company

is required to reconnect service to a unit that has had the sez:vice

disconnected, the Company shall have the right to charge a $25.00

teconnection fee for. restoration of ser_vice afteL _ 4:130 p.m. Monday

through Friday or Saturday and Sunday. The Commission approves

this proposal.

A fee of $5.00 was proposed by the Company t.o be charged each

customer to whom the Company mails a notice of discontinuance of
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service as required by the Commi. ssion Regulations prior. to servi. ce

being disconnected. This fee assesses a portion of the clerical

and mailing costs of such notices t;o the customer. s creating that

cost. The Commission finds that this pr.'oposal .is reasonable and

appr'oves th'Ls fee.

The Company also proposed a customer account charge of 925. 00

to be a one- time fee (.:harged to each new arcount to defray costs of

init. .iating servire. The Commi. ssinn appr'nves this proposal.

The Commissi. on finds that the other proposals i.n the Company's

rate schedule for. sewer. service do not necessarily affect Kiawah's

operating margin, buI: p'rlmarllv' set forth thp (,. Ompany s policies jn

regard to var. 'inus si. tuations. The Commi. ssion has reviewed these

policies and fi.nds that they should be approved.

The Commiss. ion fi.nds and concludes that the rates and charges

approved herein achieve a balance bet. ween the int. crest of the

Company and those of i, t. s affected customers. This results in a

reasonable attainment of our ratemaking objectives i. n light of

applicable statutory safeguards.

IT IS THEREFORE ORDERED:

1. That the proposed schedule of rates and charges by the

Company ar: e found tn be reasr!nablp and are hereby granted.

2. Tha'I the sr. hp(jul e '( ""~'"-."- p». &1 ':ba!"gps atta(". he(3 hpr et.o

Appendix A be and hereby e!', &&Upr&3ve&3 f('3r service !endered nn or
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service as required by the Commission Regu].ations prior to service

being disconnected. This fee assesses a portion of the clerical

and mailing costs of such notices to the customers creating that.

cost.. The Commission finds that this proposal is reasonable and

approves this fee.

The Company also proposed a customer account charge of $25.00

to be a one-.time fee charged to each new account to defray costs of

initiating service. The Commissioi._ approves this proposal.

The Commission finds that the other proposals in the Company's

rate schedule for sewer service do not necessarily affect Kiawah's

operating margin, but primarily set forth the Company's policies in

regard to various situations. The Commission has reviewed these

policies and finds that they should be approved.

The Commission finds and concludes that the rates and charges

approved herein achieve a balance between the interest of the

Company and those of its affected c.ustomers. This results in a

reasonable attainment of our ratemaking objectives i.n light of

applicable statutory safeguards.

lIT IS THEREFOREORDERED:

1. That the proposed schedule of rates and charges by the

Company are found t.o be reasonable and are hereby grant.ed.

2. That the schedule of <etes a_<:] charges attached hereto as

Appendix A, be, and hereby a_:e_ approved for setvice rendered on or
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a f ter the dat:. e of thi s Or de r:, and t.he schedules be, and ar e hereby

deemed t o be f i led wi th the Commission pur suant to S.C. Code Ann. ,

558-5-240 (1976), as amended.

3. That should such schedule not be placed in effect unt. il
three (3) months of the effective date oF. this Order. , such schedule

as contained herein shall not be charged without wr. i. t. t:en permission

from the Commissic)n.

4. That the Company shall mai. ntain .i. ts books an(1 records for

sewer. operati. ons i. n accordance with the NARUC Uniform System of

Accounts for. ' Class B Nate r and Seve r. Uti lit ies, as adopted by this

Commission.

5. That this Order shall remain in Full force and effect.

unt. :il further. Or. der of the Commissi. on.

BY ORDER OF' THE COI'&PI l S S ION:

AeP

Chairman

ATTEST:

Executive D:i. rec I or.

( SEAT )
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after the date of this Order, and the schedules be, and are hereby

deemed to be filed wi.th the Commission pursuant to S.C. Code Ann.,

§58-5-240 (1976) , as amended.

.3. That should such schedule not be placed in effect, until

three (3) months of the effective date of th_s Order, such schedule

as contained herein shall not be charged without written permission

from the Commission.

4. That the Company shall maintain its books and records for

sewer operations J.n acco__dance with the NARUCUniform System of

Accounts for Class B Water an<] Sewer Utilities, as adopted by this

Commission.

5. That t.his Order shall remain in full force and effect

unt:il fuLther Order of the Commission.

BY ORDEROF THE COMMISSION:

Chairman

ATTEST:

( SEAL)
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RATE SCHEDULE NO. 1
RESIDENTIAL SERVICE

AVAILABILITY -- Available within the Company's certificated
service area.

APPLICABILITY -- Applicable to any residential customer for
any purpose.

CHARACTER OF SERVICE -- Water and sewer service.

Charges

rro~nthl ~consum tion

Minimum Bill 0 — 4000 gal. /mo.
All over 4000 gals. /mo.

Water Rate

$15.00/mo.
1.60/1000 gals.

Sewer Service C~arcae

A flat rate of $20. 00/mo.

TAP FEES -- Water tap-in fee
Sewer tap-in fee

$500. 00
$500. 00

The tap-in Fee provides for installation of the normal size
residential meter of 5/8" by 3/4". Where the customer requests
a larger meter, Company will apply the tap-in fee schedule for
larger meters as listed in the Commercial Service Schedule No.
2.

BATE SCHEDULE NO. 2
COMMERCIAL SERVICE

AVAILABILITY -- Available within the Company's certificated
service

arear'

APPLICABILITY -- Available to any Commercial or Master
Metered Residential Customer for any purpose except Hotel or
Motel use (see Bate Schedule No. 3).

KIAWAH ISLAND UTILITY, INC.
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AVAILABILITY

service area.

APPLICABILITY

any purpose.

RATE SCHEDULE NO. 1

RESIDENTIAL SERVICE

-- Available within the Company's certificated

-- Applicable to any residential customer for

Water and sewer service.CHARACTER OF SERVICE --

CharHes --

Water Service Charge

Monthly Consumptio_nn

Minimum Bill 0 - 4000 gal./mo.

All over 4000 gals./mo.

Water Rate

$15.00/mo.

$ 1.60/1000 gals.

Sewer Service Charge

A flat rate of $20.00/mo.

TAP FEES -- Water tap-in fee

Sewer tap-in fee

$500.00
$50O.OO

The tap-in Fee provides for installation of the normal size

residential meter of 5/8" by 3/4" Where the customer requests

a larger meter, Company will apply the tap-in fee schedule for

larger meters as listed in the Commercial Service Schedule No.

2.

RATE SCHEDULE NO. 2

COMMERCIAL SERVICE

AVAILABILITY -- Available within

service area.

the Company's certificated

APPLICABILITY -- Available to any Commercial or Master

Metered Residential Customer for any purpose except Hotel or

Motel use (see Rate Schedule No. 3).
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WATER SERVICE CHARGES

gal. /mo.
A. Ninimum Bill 0-4000 gal. /mo.

5/8" meter 15.00/mo.
3/'4" meter 22. 50/mo.
1" meter 37.50/mo.
1 1/2" meter 75.00/mo.
2" meter $120.00/'mo.
3" meter $262. 50/mo.
Ninimum Water Service Charge for meters larger than 3" shall
be:
Maximum recommended meter ca~a~cit (~gm) x 515.00 per mo.

20 gpm
B. Consumption Charge
All over 4000 gal. /'mo. $1.60/1000 gal.

for all consumption

SEWER SERVICE CHARGES

A. Ninimum Bill
5/8" meter $ 15.00
3/4" meter $ 22. 50
1" meter 37. 50
1 1/2" meter 75. 00
2" meter $120.00
3" meter $262. 50
Ninimum Sewer Service Charge where water service is through
meters larger than than 3" in size shall be:
Maximum recommended meter~ca ac~it ( g~m) x 515.00 per mo.

20 gpm
B. Consumption Charge
All over 4000 gal. /mo. $1.60/'1000 gal.

TAP FEES

5/8" meter
3/4" meter
1" meter
1 1/2" meter
2" meter
3" meter

Water Tap-in Fees
500
750

$1250
$2500
$4000
$8750

Sewer T~a —in ree'
500
750

$1250
$4000
$4000
$8750

Water Tap-in Fee and Sewer Tap-in Fee for water and sewer service
where the Water meter is larger than 3" in size shall be:
Maximum recommended meter capacity~(m) x 550Q. O'er mo.

20 gpm
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WATER SERVICE CHARGES

A. Minimum Bill 0-4000 gal./mo.

5/8" meter

3/4" meter

i" meter

1 1/2" meter

2" meter

gal./mo.

$ 15.00/mo.

$ 22.50/mo.

$ 37.50/mo.

$ 75.00/mo.

$120.00/mo.

3" meter $262.50/mo.

Minimum Water Service Charge for meters larger than 3" shall

be:

Maximum recommended meter capacity (gpm) X $15.00 per mo.

20 gpm

B. Consumption Charge

All over 4000 gal./mo. $1.60/1000 gal.
for all consumption

SEWER SERVICE CHARGES

A. Minimum Bill

5/8" meter

3/4" meter

I" meter

1 1/2" meter

2" meter

3" meter

$ 15.00

$ 22.50

$ 37.50

$ 75.oo
$120.00

$262.50

Minimum Sewer Service Charge where water service is through

meters larger than than 3" in size shall be:

Maximum recommended meter capac_gpm) X $15.00 per mo.

20 gpm

B. Consumption Charge

All over 4000 gal./mo. $1.60/1000 gal.

TAP FEES

Tap-in Fees Water Tap-in Fees Sewer Tap-in Fee

5/8" meter $ 500 _-- $ 500 ---

3/4" meter $ 750 $ 750

i" meter $1250 $1.250

1 1/2" meter $2500 $4000

2" meter $4000 $4000

3" meter $8750 $8750

Water Tap-in Fee and Sewer Tap-in Fee for water and sewer

where the Water meter is larger than 3" in size shall be:

Maximum recommended meter capacit Z (gpm) X $500.00 per mo.

20 gpm

service
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RATE SCHEDULE NO. 3
HOTEL AND MOTEL SERVICE

AVAILABILITY -- Available within the Company's Certificated Service
Area.

APPLICABILITY -- Applicable to all hotel and motel customers for
any purpose.

Minimum Bill
All consumption

$6 F 00/mo/room
$1.60/1000 gal.

Sewer Service Charge

Minimum Bill
All consumption

Tap-in-Fees

Water Tap-in Fee
Sever Tap-in Fee

RATE SCHEDULE NO. 4
IRRIGATION SERVICE

$6.00/'mo/room
$1.60/1000 gal.

$220/room
$220/room

AVAILABILITY -- Available within the Company's Certifica. ted
Service Area. The Company reserves the right to limit or
reduce the amount of irrigation service available when, in its
sole judgment, its water system conditions require such
restrictions.
APPLICABILITY -- Applicable only to customers vho anticipate
substantial potable water use which will not be returned to
the Company's wastevater treatment system such as irrigat. ion.
Such water consumption shall be metered separately from any
~ater use supplied under other rate schedules.

CHARGES

WATER SERVICE CHARGES

A. Minimum Bill 0-4000 gal. /mo.
5/8" meter
3/4" meter
1" meter
1 1/2" meter
2" meter
3" meter
Minimum Water Service Charge for me
be:
Maximum recommended meter ca acity (

20 gpm
B. Consumption Charge

All over 4000 gal. /mo.

$ 15.00/mo.
22. 50/mo.

$ 37.50/mo.
75. 00/mo.

$120.00/mo.
$262. 50/mo.

ters larger than 3" shall

$1.80/1000 gal.
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RATE SCHEDULE NO. 3

HOTEL AND MOTEL SERVICE

AVAILABILITY -- Available within the Company's Certificated Service

Area.

APPLICABILITY -- Applicable to all hotel

any purpose.

and motel customers for

Water Service Charge

Minimum Bill

All consumption

$6.00/mo/room

$1.60/1000 gal.

Sewer Service Charge

Minimum Bill

All consumption

$6.00/mo/room

$1.60/1000 gal.

Tap-in-Fees

Water Tap-in Fee

Sewer Tap-in Fee

$220/room

$220/room

RATE SCHEDULE NO. 4

IRRIGATION SERVICE

AVAILABILITY -- Available within the Company's Certificated

Service Area. The Company reserves the right to limit or

reduce the amount of irrigation service available when, in its

sole judgment, its water system conditions require such

restrictions.

APPLICABILITY -- Applicable only to customers who anticipate

substantial potable water use which will not be returned to

the Company's wastewater treatment system such as irrigation.

Such water consumption shall be metered separately from any

water use supplied under other rate schedules.

CHARGES

WATER SERVICE CHARGES

A. Minimum Bill 0-4000 gal./mo.

5/8" meter

3/4" meter

i" meter

1 1/2" meter

2" meter

3" meter

$ 15.00/mo.

$ 22.50/mo.

$ 37.50/mo.

$ 75.00/mo.

$120.00/mo.

$262.50/mo.

Minimum Water Service Charge for meters larger than 3" shall

be:

Maximum recommended meter capacity (gpm) X $15.00 per mo.

20 gpm

B. Consumption Charge

All over 4000 gal./mo. $1.80/1000 gal.
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TAP FEES

5/8 Ir

3/4 ll

j ll

1 1/2"
2 ll

3 tl

meter
meter
meter
meter
meter
meter

500
750

$1250
$2500
$4000
$8750

Water Tap-in Fee where the water meter is larger than 3" in
size shall be:
maximum recommender( mete~r ca acity (g~m) x 8500. 00

20 gpm

RATE SCHEDULE NO. 5
FIRE HYDRANT SERVICE

AVAILABILITY -- Available within the Company's Certifirated
Service Area.

APPLICABILITY -- Applicable to fire hydrants connected to the
water mains of the Company.

CHARGES
$75. 00 per hydrant per year payable semiannually in advanre
for fire fighting service. When temporary water service from
a hydrant i, s requested by a rontractor or others a meter will
be installed and the charge will be:

$8.00 for each day of use PLUS $1.80/1000 gals. for ALL water
used.

RATE SCHEDULE NO. 6
GOLF COURSE IRRIGATION

AVAILABILITY -- Available within the Company's Certificated
Service area.

APPLICABILITY -- Applicable for golf course irrigation where
the customer agrees to take as a minimum quantity the treated
effluent from ~aste water treatment plant. .
CHARGES

Water, the source of which is the effluent from the
sewerage collection system and which has been
processed through the waste water treatment plant,
will be billed at the rate of:

B.

Minimum Bill — $122.50/month
Consumption — $ 0.25/1000 gal.

The deep-well water will be billed at the rate of:
Ninimum bill — $122.50/month
Consumption — 0.75/1000 gal.
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TAP FEES

5/8" meter $ 500

3/4" meter $ 750

I" meter $1250

1 1/2" meter $2500

2" meter $4000

3" meter $8750

Water Tap-in Fee where the water meter is larger than 3" in

size shall be:

Maximum recommended meter capacit[._g_p_m) X $500.00

20 gpm

RATE SCHEDULE NO. 5

FIRE HYDRANT SERVICE

AVAILABILITY -- Available within

Service Area.

the Company's Certificated

APPLICABILITY -- Applicable to fire hydrants connected to the

water mains of the Company.

CHARGES

_75 00 per hydrant per year payable semiannually in advance

for fire fighting service. When temporary water service from

a hydrant is requested by a contractor or others a meter will

be installed and the charge will be:

$8.00

used.

for each day of use PLUS $1.80/1000 gals. for ALL water

RATE SCHEDULE NO. 6

GOLF COURSE IRRIGATION

AVAILABILITY -- Available

Service area.

within the Company's Certificated

APPLICABILITY -- Applicable for golf course irrigation where

the customer agrees to take as a minimum quantity the treated

effluent from waste water treatment plant.

CHARGES

A, Water, the source of which is

sewerage collection system

processed through the waste
will be billed at the rate of:

the effluent from the

and which has been

water treatment plant,

S.

Minimum Bill - $122.50/month

Consumption - $ 0.25/1000 gal.

The deep-well water will be billed at the rate of:

Minimum bill - $122.50/month

Consumption - 0.75/1000 gal.
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C. Potable water will be billed at the rate of:
Minimum bill — $122.50/month
Consumption — 9 1.80/1000 gal.

CHARGES FOR DISCONTINUANCE
AND RECONNECTION OF SERVICE

CHARGES

When a rustomer requests temporary disrontinuanre of
service for the apparent purpose of eliminating the
minimum bill during such cut-off period the Company
may make a charge equivalent to a three months
minimum bill for both water and sewer service and
require payment of such charge before service is
restored.

Temporary disrontinuance of service for such purposes
as maintenance or const. ruction will be made and the
Company may rharge the customer the artual cost plus
25%.

3) Whenever service is disconnected for violation of
rules and regulations, nonpayment of bills or
fraudulent use of service, the Company may make a
charge of $25. 00 for water and 9100.00 for sewer
before service is restored.

Whenever service has been disconnected for reasons
other than set forth in {3) above, and the Company is
required to reconnert service to a unit that. has had
the service disconnected, the Company shall have the
right to charge a $25. 00 reconnection fee for
restoration of service after 4:30 p. m. Monday through
Friday or Saturday and Sunday.

5) Deliquent Notification Fee — 95.00. A fee of $5.00
shall be charged each customer to whom the Company
mails a notice of discontinuance of service as
required by the Commission Rules prior to service
being discontinued. Thi. s fee assesses a portion of
the rlerical and mailing costs of such notices to
the customers creating that. cost.
Customer Account Charge — 925.00. One-time fee
charged to each new account to defray costs of
initiating ser'vice: 925. 00.
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C •
Potable water will be billed at the rate of:

Minimum bill - $122.50/month

Consumption - $ 1.80/1000 gal.

CHARGES

1)

2)

3)

4)

5)

6)

CHARGES FOR DISCONTINUANCE

AND RECONNECTION OF SERVICE

When a customer requests temporary discontinuance of

service for the apparent purpose of eliminating the

minimum bill during such cut-off period the Company

may make a charge equivalent to a three months
minimum bill for both water and sewer service and

require payment of such charge before service is

restored.

Temporary discontinuance of service for such purposes
as maintenance or construction will be made and the

Company may charge the customer the actual cost plus

25%.

Whenever service is disconnected for violation of

rules and regulations, nonpayment of bills or

fraudulent use of service, the Company may make a

charge of $25.00 for water and $i00.00 for sewer
before service is restored.

Whenever service has been disconnected for reasons

other than set forth in (3) above, and the Company is

required to reconnect service to a unit that has had

the service disconnected, the Company shall have the

right to charge a $25.00 reconnection fee for
restoration of service after 4:30 p.m. Monday through

Friday or Saturday and Sunday.

Deliquent Notification Fee - $5.00. A fee of $5.00

shall be charged each customer to whom the Company

mails a notice of discontinuance of service as

required by the Commission Rules prior to service

being discontinued. This fee assesses a portion of

the clerical and mailing costs of such notices to

the customers creating that cost.

Customer Account Charge - $25.00. One-time fee

charged to each new account to defray costs of

initiating service: $25.00.


